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1. 

2. 

SECRETARY OF 
AGENCY RECEIl"l' 

Notice of Proposed Rulemaking !Ill4 APR 18 FH 

FILED Agencv name: Arizona Corporation Commission 

The Subchapters, if applicable: the Articles: the Parts, if applicable; and the Sections 

involved in the rulemakinp. listed in alphabetical and numerical order: 

SubchaDters, Articles, Parts, and Sections 
(in alphabetical and numerical order) 

- Action 

S TATE 

2: 46 

R14-2-103 Amended 



AGENCY CERTIFICATE 

Notice of Proposed Rulemaking 

1. Agency name: Arizona Corporation Commission 

2. Chapter heading Corporation Commission-Fixed Utilities 

3. Code citation for the Chapter: 14 A.A.C. 2 

4. The SubchaDters, if aRRliCable: the Articles: the Parts. if asplicable; and the Sections involved in 

the rulemakinp, listed in ahhabetical and numerical order: 

Subchapters, Articles, Parts, and Sections 
(in alphabetical and numerical order) 

Action: 

Amend R14-2-103 

5. The rules contained in this eackave are true and correct as Rroposed. 

6. 
Signature of Agency Chief Executive Officer 

Jodi A. Jerich 
Printed or typed name of signer 

April 18,2014 
Date of signing 

Executive Director 
Title of signer 



NOTICE OF RULEMAKING DOCKET OPENING 

ARIZONA CORPORATION COMMISSION 

1. Title and its headinp: 14, Public Service Corporations; Corporations and 

Associations; Securities Regulation 

Chaater and its headinp: 

Section numbers: 

2, Corporation Commission Fixed Utilities 

1, General Provisions 

R14-2-103 

2. The subiect matter of the proposed rule: 

The proposed changes will update the annual in-state operating revenue thresholds that classify utilities 

as A, B, C, D or E, which have not been updated since their adoption by the Commission in Decision 

No. 57875 (May 18, 1992). Except for Telephone utilities, the proposed revenue thresholds would 

double the existing Class A threshold, triple the existing Class B threshold, quadruple the existing 

Class C threshold, and quintuple the existing Class D and E thresholds. Reclassifying Commission- 

regulated utilities in this manner will impact the applicability of other Commission rules, change rate 

case filing, accounting and time clock requirements, and the eligibility for submitting a rate case via a 

short form application. 

The apency docket number, if applicable: 

A citation to all aublished notices relatine to the proceeding: 

Published concurrently with this notice in the Administrative Register is the Notice of Proposed 

RU-00000A-13-0294. 

3. 

Rulemaking. 

4. 

- rule: 

The name and address of agency personnel with whom aersons may communicate regardinp the 

Name: Bridget A. Humphrey, Esq. 

Attorney, Legal Division, Arizona Corporation Commission 

Address: 1200 West Washington Street 

Phoenix, Arizona 85007 

Telephone: (602) 542-3402 
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Fax: (602) 542-4870 

E-mail: bhumuhrev@azcc.gov 

Name: Matthew Laudone 

Address: 1200 W. Washington Street 

Phoenix, Arizona 85007 

Telephone: (602) 542-3402 

Fax: (602) 542-4870 

Email: mlaudone@azcc.gov 

Name: 

Address: 

Telephone: 

Fax: 

E-mail: 

John LeSueur 

Assistant Director, Utilities Division, Arizona Corporation Commission 

1200 West Washington Street 

Phoenix, Arizona 85007 

(602) 542-7270 

(602) 542-2129 

lilesueur@mcc.gov 

5. The time during which the agency will accept written comments and the time and place where 

oral comments mav be made: 

Public comment will be held on June 12, 2014, beginning at 1:00 p.m. or as soon as practicable 

thereafter, in Hearing Room 1 at the Commission’s Phoenix offices of the Arizona Corporation 

Commission located at 1200 West Washington, Phoenix, Arizona 85007, and on June 9,2014, at 1:00 

p.m. in Room 222 at the Commission’s offices, 400 W. Congress Tucson, Arizona Hearing Division 

requests initial written comments be received on or before June 13, 2014. Please reference docket 

number RU-00000A-13-0294 on all documents. 

A timetable for apencv decisions or other action on the aroceedinp, if known: 

The Commission will likely bring this to Open Meeting for final approval in the summer, 2014. 

6. 
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1. 

2. 

3. 

4. 

NOTICE OF PROPOSED RULEMAKING 

TITLE 14. PUBLIC SERVICE CORPORATIONS; CORPORATIONS AND ASSOCIATIONS; 

SECURITIES REGULATION 

CHAPTER 2. CORPORATION COMMISSION FIXED UTILITIES 

ARTICLE 1. GENERAL PROVISIONS. 

PREAMBLE 

Sections Affected Rulemaking Action 

R14-2-103 Amend 

The specific authoritv for the rulemakinp. including both the authorizing statute (general) and the 

statutes the rules are implementing (sDecific): 

Authorizing statute: Arizona Constitution article XV 5 3; A.R.S. $5 40-202; 40-203; 40-321,40-322,40-281, 

40-282. 

Implementing statute: Arizona Constitution article XV 5 3; A.R.S. 55  40-202; 40-203; 40-321,40-322,40-281, 

‘40-282. 

A list of all previous notices appearinp in the Repister addressing the proposed rule: 

Notice of Rulemaking Docket Opening: Published Concurrently in 20 A.A.R., May 9,2014 (in this issue) 

The name and address of aPencv personnel with whom persons may communicate regarding the 

rulemakinp: 

Name: 

Address: 

Telephone: 

Fax: 

E-mail: 

Name: 

Bridget A. Humphrey 

Attorney, Legal Division, Arizona Corporation Commission 

1200 West Washington Street 

Phoenix, Arizona 85007 

(602) 542-3402 

(602) 542-4870 

bhumDhrey@,azc.gov 

Matthew Laudone 

Attorney, Legal Division, Arizona Corporation Commission 
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Address: 1200 West Washington Street 

Phoenix, Arizona 85007 

Telephone: (602) 542-3402 

Fax: (602) 542-4870 

E-mail: rnlaudone@,azcc.gov 

Name: John LeSueur 

Assistant Director, Utilities Division, Arizona Corporation Commission 

Address: 1200 West Washington Street 

Phoenix, Arizona 85007 

Telephone: (602) 542-4228 

Fax: (602) 542-2129 

E-mail: ljlesueur@,azcc.gov - 

An explanation of the rule, includinp the agency’s reasons for initiating the rule: 

The proposed changes will update the annual in-state operating revenue thresholds that classify utilities as A, B, 

C, D or E, which have not been updated since their adoption by the Commission in Decision No. 57875 (May 

18, 1992). Except for Telephone utilities, the proposed revenue thresholds would double the existing Class A 

threshold, triple the existing Class B threshold, quadruple the existing Class C threshold, and quintuple the 

existing Class D and E thresholds. Reclassifying Commission-regulated utilities in this manner will impact the 

applicability of other Commission rules, change rate case filing, accounting and time clock requirements, and 

the eligibility for submitting a rate case via a short form application. 

A reference to any study that the apencv proposes to rely on in its evaluation of or iustification for the 

proposed rule and where the public may obtain or review the study, all data underlving each study, any 

analysis of the study and other supporting material: 

None 

A showinp of good cause whv the rule is necessary to promote a statewide interest if the rule will diminish 

a previous mant of authoritv of a political subdivision of this state: 

Not applicable 

5. 

6. 

7. 
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8. The Dreliminarv summarv of the economic, small business, and consumer imDact: 

NOTE - The Arizona Corporation Commission is exempt from the requirements of A.R.S. Q 41-1055 relating 

to economic, small business, and consumer impact statements. See A.R.S. Q 41-1057(2). However, under 

A.R.S. Q 41-1057(2), the Arizona Corporation Commission is required to prepare a “substantially similar” 

statement. 

1. NEED: 

The proposed rule changes are necessary to update the revenue thresholds used to establish the 

utility classifications. Proponents of the proposed rule changes believe they will reduce regulatory 

lag, streamline Commission processes and reduce rate case expense. 

2. NAME AND ADDRESS OF AGENCY EMPLOYEE WHO MAY BE CONTACTED TO 

SUBMIT ADDITIONAL DATA ON THE INFORMATION INCLUDED IN THIS 

STATEMENT: 

John LeSueur, Assistant Director, Utilities Division 

Arizona Corporation Commission 

1200 West Washington Street 

Phoenix, Arizona 85007 

Telephone Number (602) 542-4251; Fax Number (602) 542-2129 

3. AFFECTED CLASSES OF PERSONS: 

A. Commission-regulated utilities 

B. customers of Commission-regulated utilities 

C. 

D. Arizona Corporation Commission 

RULE IMPACT ON AFFECTED CLASSES OF PERSONS: 

A. 

intervenors in utility rate cases 

4. 

Fewer utilities must comply with the Commission’s Affiliated Interests Rules, Energy 

Efficiency Rules, and Cooperative Streamlining Rules. Utilities’ rate case filing, 

accounting and time clock requirements, and the eligibility for submitting a rate case via 

a short form application will change. 

Utility cases will be processed faster. B. 
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C. The Commission will be required to process more utilities’ rate cases within 120 days. 

Commission rules require the Commission to process Class E utility rate cases within 120 

days. The number of Class E utilities will increase from approximately 200 to 

approximately 320. 

5 .  COSTS AND BENEFITS TO THE AGENCY: 

The Commission will have to process more utility rate cases within the 120 days. 

COSTS AND BENEFITS TO POLITICAL SUBDIVISIONS: 

There will be no impact I to political subdivisions because the Commission does not have 

jurisdiction over political subdivisions and the Rules do not apply to them. 

COSTS AND BENEFITS TO PRIVATE PERSONS: 

Customers of utilities will benefit if rate case expense declines and if reducing regulatory lag 

improves the financial health and stability or regulated utilities. Customers and intervenors may 

be negatively impacted by having less time to scrutinize and participate in utility rate cases. 

COST AND BENEFITS TO CONSUMERS OR USERS OF ANY PRODUCT OR SERVICE IN 

6. 

7. 

8. 

THE IMPLEMENTATION OF THE NEW RULES. 

Not applicable. 

LESS COSTLY OR INTRUSIVE METHODS: 9. 

The amendments to the rules are the least costly method for obtaining compliance with the 

updated standards and, with respect to the incorporated by reference materials, provide for the 

Commission’s rules to be consistent with A.R.S. 9 41-1028 and the rules of the Secretary of State. 

10. ALTERNATIVE METHODS CONSIDERED: 

There are no alternative methods available that promulgate adoption of the updated standards and, 

with respect to the incorporated by reference materials, provide for the Commission’s rules to be 

consistent with A.R.S. Q 41-1028 and the rules of the Secretary of State. 

9. The name and address of agency personnel with whom persons may communicate repardinp the 

accuracy of the economic, small business, and consumer impact statement: 

Name: Bridget A. Humphrey, Esq. 

Attorney, Legal Division, Arizona Corporation Commission 
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Address: 1200 West Washington Street 

Phoenix, Arizona 85007 

Telephone: (602) 542-3402 

Fax: (602) 542-4870 

E-mail: bhumphrey@,azcc.gov 

Name: Matthew Laudone, Esq. 

Attorney, Legal Division, Arizona Corporation Commission 

Address: 1200 West Washington Street 

Phoenix, Arizona 85007 

Telephone: (602) 542-3402 

Fax: (602) 542-4870 

E-mail: mlaudone0,azcc.Pov 

Name: John LeSueur 

Assistant Director, Utilities Division, Arizona Corporation Commission 

Address: 1200 West Washington Street 

Phoenix, Arizona 85007 

Telephone: (602) 542-7270 

Fax: (602) 542-2129 

E-mail: li lesueur0,azcc . gov 

10. The time, place, and nature of the proceedinps for the making, amendment, or repeal of the rule, or if no 

proceediw is scheduled, where, when, and how Dersons mav reauest an oral proceeding on the proposed 

rule: 

Public comment will be held on June 12, 2014, beginning at 1:00 p.m. or as soon as practicable thereafter, in 

Hearing Room 1 at the Commission’s Phoenix offices of the Arizona Corporation Commission located at 1200 

West Washington, Phoenix, Arizona 85007, and on June 9, 2014, at 1:00 p.m. in Room 222 at the 

Commission’s offices, 400 W. Congress Tucson, Arizona. Hearing Division requests initial written comments 

- 
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be received on or before June 13, 2014. 

documents. 

Please reference docket number RU-00000A-13-0294 on all 

11. Anv other matters prescribed bv statute that are applicable to the specific agencv or to any specific rule 

or class of rules: 

None 

12. Incorporations bv reference and their location in the rules: 

None 

13. The full text of the rules follows: 
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TITLE 14. PUBLIC SERVICE CORPORATIONS; CORPORATIONS AND ASSOCIATIONS; SECURLTIFS 
REGULATION 

CHAPTER 2. CORPORATION COMMISSION 

FIXED UTILITIES 

ARTICLE 1. GENERAL PROVISIONS 

R14-2-103. 

Doing Business in Arizona for a Determination of the Value of Property of the Corporation and of the Rate of 

Return Thereon, or in Support of Proposed Increased Rates or Charges 

A. Purpose and definitions 

Defining Filing Requirements in Support of a Request by a Public Service Corporation 

1. No change 

2. No change 

3 .  No change 

a. 

b. 

C. 

d. 

e. 

f. 

g. 
h. 

i. 

j. 
k. 

1. 

m. 

n. 

0. 

P. 

9. 

No change 

No change 

No change 

No change 

No change 

No change 

No change 

No change 

No change 

No change 

No change 

No change 

No change 

No change 

No change 

No change 

“Utilities” -- For purposes of the Section, utilities are electric, gas, telephone, water, 

sewer or any other that may be supplying service andor commodities which in the future 

may be adjudged a public service corporation and under the jurisdiction of this 

Commission, are classified as follows: 
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Annual Operating Revenue 
Class A B C D E 
Exceeding $wQwQQ-@ $- Less than 

10,000,000 3,000,000 to 1,000,000 to 250,000 to 250.000 
10,000,000 2,999.999 999.999 

Exceeding $- $- Less than 
$&QQw@Q $wQw@ $249;999 w 
10,000.000 3.000,OOO to 

10,000,000 2.999.999 999,999 
Exceeding $- $wJQ@@ Less than 
$wQwQQ $W m $W 
10,000,000 3.000.000 to 

10,000,000 2,999,999 999,999 

$wQw@-J $wJw@Q = $M w Electric & Gas 

1,000,000 to 250,000 to 250,000 Water & Sewer 

1,000.000 to 250,000 to 250.000 Telephone 

Annual operating revenues are those gross utility operating revenues derived from 

jurisdictional operations, including the requested rate relief. A combination utility is a 

utility which provides more than one of the commodities or services enumerated in this 

subsection. For combination utilities, the annual operating revenue, including the 

requested rate relief, for the specific subsidiary, department, or operating division 

requesting the rate change shall be used for classification purposes. 

r. No change 

J B. Filing requirements: 

1. Information required from Class A, B, C and D utilities: The information required to be prepared 

and submitted by Class A, B, C and D Utilities in conjunction with a filing is presented below. 

Corresponding schedule formats are contained in the Appendix of this General Order and denoted. 

These formats are not applicable to Class E utilities. The Appendix schedule formats A-1 through 

A-5 are a part of this General Order, and the Applicant’s schedules should conform to these 

formats. All other Appendix schedule formats and descriptions are illustrative and the applicant’s 

specific formats may vary ffom that suggested in the Appendix. The substantive information 

requested, both on the Appendix schedule and in the body of this General Order, however, must be 

contained on the applicant’s schedules together with the titles and schedule numbers provided in 

the Appendix. Specific information items requested on the Appendix schedules may be omitted 

without formal waiver, from the filing where it is evident that said items are not applicable to the 

applicant’s business. The instructions and notes contained on the Appendix schedules shall be 

followed where applicable. Reconstruction Cost New Depreciated information not filed by the 

applicant shall be deemed waived. 
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, 

Information 

A. Summary Information: 
1. 

2. 

3. 

4. 

5, 

A summary of the increase in revenue requirements and the spread of the revenue increase 
by customer classification. 
A summary of the results of operatiors for the test year and for the test year and the 2 
fiscal years ended prior to the end of the test year, comparedwith the projected year. 
A summary of the cxpital structure for the test year and the 2 fiscal years ended prior to 
the end of the test year, compared with the projected year. 
Construction expenditures and gross utility plant in service for the test year and the 2 
fiscal years ended p ~ o r  to the end of the test year, comparedwith the projected year. 
A summary of changes m financial position for the test year ad the 2 fiscal years ended 
prior to the end of the test year, compared with the projected year. 

A schedule showing &e elements of original cost and RCND rate bases. 
A schedule listmg pro forma adjustments to gross plant in service and accumulated 
depreciation for the original cost rate base. 
A schedule showing pro formaadjustments to gross plant in service and accumulated 
depreciation for the RCND rate base. 
A schedule demonstrating the determination of reproduction cost new less depreciation at 
the end of the test period. 
A schedule showing the computation of working capital allowance. 

B. Rate Base Information: 
1. 
2. 

3. 

4. 

5.  
C. Test Year Income Statements: 

. 1. A test year income statement, with pro form adjustments. 
2. A schedule showing &e detail of all pro fo-ma adjustments. 
3. A schedule showing the incremental taxes and other expenses on gross revenues ad the 

computation of an incremental gross revenue conversion h t o r .  
D. Cost of Capital Infirmation: 

1. A schedule summarizing the elements in the capital structure at the end of the test year and 
the projected year, their relatedcosts and the computation of the total cost of capital. 

2. A schedule showing the detail of long-term and short-term debt at the end of the test year and 
the projected year an3 their total cost 

3. A schedule showing &e detail of preferred stock at the end ofthe test year and the projected 
year, and their total cost. 

4. A schedule summarizing conclusions of the required return on the common equity as of the 
end of the test year and the projected year. 

Financial Statements and Statistical Data: 
1. Comparative balance sheets for the end of the test year and the 2 fiscal years ended prior to 

2. Comparative income statements for the test year and the 2 fiscal years ended prior to the end 

3. Comparative statements of changes in financial position for the test year and the 2 fiscal 

4. Statements of changes in stockholder's equity for the test year and the 2 fiscal years ended 

5. A comparative schedule showing by detail account number, utility plant balances at the end 

E. 

the end of the test year. 

of the test year. 

years ended prior to the end of the test year. 

prior to the end of the test year. 

of the test war an3 the end of prior fiscal year. 

Filing 
Required by 

Appendix 
Schedule 

Reference(s) 

All classes 

All classes 

Classes A & B 

All classes 

Classes A & B 

All classes 

All classes 

All classes 

All classes 

All classes 

All classes 
All classes 

All classes 

All classes 

Classes A & B 

Classes A & B 

Classes A & B 

All classes 

All classes 

Classes A & B 

Classes A & B 

All classes 

All classes of 

utilities 
6. comparative departmental statements of operating income for the test year and the 2 fiscal 

years ended prior to the end of the test year. 

All classes 

All classes 
except Class D 

All classes 

7. Comparative operating statistics on customers, consumption, revenues, and expenses for the 

8. A comparative schedule of all signficant taxes charged to opedons for the test year and the 

9. Audited financial statements, if available, for the test year and the 2 fiscal years ended prior 

test year and the 2 fiscal years endedprior to the end of the test year. 

2 fiscal years ended prior to the end of the test year. 
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A- 1 

A-2 

A-3 

A-4 

A-5 

B-1 

B-2 

B-3 

B-4 

B-5 

c- 1 
c-2 

c-3 

D-1 

D-2 

D-3 

D-4 

El 

E-2 

E-3 

E-4 

E-5 

E-6 

E-7 

E-8 

E-9 



t 

to the end of the test year. If the fmancial statements have not been audited, notes to the 
financial statements should be provided to indicate accounting method, depreciation lives 
and methods, income tax treatment and other important disclosures. 

F. Projections and Forecasts: 
1. A projected income statement for the projected year compared with actual test year results, at 

2. Projected changes m financial position for the projected year compared with the test year, at 

All classes F- 1 
present rates and proposed rates. 

present rates and proposed rates. 
Classes A & B F- 1 

Classes A & B 
3 years 

Classes C & D 
1 year 

F-3 3. Projected annual construction requirements, by property classifiation, for 1 to 3 years 
subsequent to the test year, comparedwith the test year. 

4. Important assumptions used in preparing forecasts and projections. All classes F-4 
G. Cost of Service Information 

A utility shall skmit cost of service analyses and studies if all of the follawing conditions prevail: 
1. The utility is m a segment ofthe utility industry that recognizes cost of service stujies as important tools for rate design. 
2. Costs incurred by the utility are likely to vary significantly fiom 1 defined segment of customers to anher. 

A historical accounting period other than the test year may be used for cost of service purposes provided that customer mix in the 
historical period used is representative of the test year. When a cost of service analysis is required, the following information shall be 
submitted: 

1 Schedule showing rates of retum by customer classification at present and proposed rates. 
Classes A, B G- 1 

G-2 

G-3 

and C 
if applicable 

Classes A, B G-4 
G-5 

if applicable G-6 

2. Schedules showing the approach used in allocating or assigning plant and expenses to classes and C 
of service and defined functions. 

Classes A, B 

if applicable 
3. Schedules showing the development of all allocaoonfactors used in the all allocation f-rs and C G-7 

used in the cost of service study. 

Effect of Proposed Rate Schedules: H. 
1 A comparison of revenues by custuner classification or other classification of revenues for All classes 

2. A comparison of revenues by class of service and by rate schedule for the test year, at present Classes A & 

H- 1 
the test year, at present and proposed rates. 

and proposed rates. 
H-2 

Class A 
representative 

schedules; 
Classes B, C 

all schedules 

H-3 3 A comparison of present and proposed rate schedules or representative rate schedules. 
m d D -  

4. Typical bill analysis All classes H-4 

5.  Bill count All classes H-5 

2. Information required ftom Class E Utilities: The information required to be prepared and 

submitted by a Class E Utility in support of a filing is as follows: 

a. A statement of income for the test year similar in format to Schedule C-1 or E-2. 

b. 

c. 

A balance sheet as of the end of the test year similar in format to Schedule E-1 . 
Utility plant account balances at the end of the test year similar in format to Schedule E- 

5 .  

d. An estimate of new investment in utility plant to be added in the projected year. 
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3. 

4. 

5.  

6.  

7. 

8. 

9. 

10. 

11. 

e. A schedule of current rates and proposed rates and the additional revenues to be derived 

from the proposed rates. 

The appendix schedules shall be used as guides in presenting the information specified in 

this subsection. 

No change 

No change 

No change 

No change 

No change 

No change 

No change 

a. No change 

b. No change 

C. No change 

d. No change 

No change 

No change 

a. No change 

b. No change 

i. No change 

No change 

111. No change 

iv. Nochange 

V. No change 

.. 
11. 
... 

C. No change 

d. No change 

i. No change 

11. No change 

111. No change 

iv. Nochange 

V. No change 

... 

e. No change 

i. No change 

No change .. 
11. 

f. No change 

g. No change 

h. No change 
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Appendix. 

No change 

Appendix A. 

No change 

Appendix B. 

NO change 

Appendix C. 

No change 

Appendix D. 

No change 

Arizona Corporation Commission; Regulation R14-2-103; Rate Application 
Filing Requirements; Index of Schedules 

Summary Schedules 

Rate Base Schedules 

Test Year Income Statements 

Cost of Capital 

Appendix E.Financia1 Statements and Statistical Schedules 

No change 

Appendix F. Projections and Forecasts 

No change 

Appendix G. 

No change 

Appendix H. 

No change 

Cost of Service Analyses 

Effect of Proposed Tariff Schedules 
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